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an addition to capital ? Is it to be treated in the same way
when the appreciated property is held and when it is sold in
the market and the profit realised in cash ? Nobody would
seriously propose to count it if it is not realised. But, if it is
realised, it would seem that, with an income tax under which
savings are not exempted, it should, for consistency, be counted.
Administrative considerations, however, compel us to leave
this type of profit out of account except when it is made by
professional dealers.1
§ 5. A third difficulty concerns expenses. Plainly, what
we wish to assess is not gross income, but net income, that is
gross income minus whatever expenses are specially involved
in the process of earning it — the purchase of tools or materials,
travelling to and from work, and so on. In a sense, of course,
a man's expenditure upon food and ordinary clothing consti-
tutes a part of the expenses involved in earning income, for,
if he did not eat and wear clothes, he certainly would not
earn anything. But it is everywhere agreed that, for our
present purpose, only expenditure which is incurred in im-
mediate and special connection with the work or equipment
from which income is derived should be reckoned as expenses.
Even so, there will be some difficult points to settle ; what
part of the expenditure of the Head Master of a school in enter-
taining parents may properly be reckoned as expenses ; what
part of a doctor's bill for petrol for his car may be so reckoned;
and so on. Though the principle in this matter is perfectly
clear, the practical application of it is not free from doubt.2
§ 6. There remains a fourth and more serious difficulty.
It was said in § 3 that what the tax-gatherer desires — or
should desire — to strike is real income. But, while money
raised in taxation from one set of people to be transferred
to another (or the same) set in interest on war loan3 or
gratuitous pensions may be taken to represent real income
either before it is transferred or after it is transferred, it
cannot be so taken on both occasions ; any more than the
£200, which a father with a £1000 a year allows to his son,
represents real income in both their hands. If national income
1	Of. post, Chapter XII, § 2.
2	For a fuller discussion of the subject-matter of this chapter, cf. The
Economics of Welfare, part i, chap. iii.
3	Unless indeed we are prepared to regard not having been conquered in
past wars as an amenity entering into current real income.

